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Abstract  
 
A critical issue facing services firms is how to succeed internationally. Most research has 
focused mainly on the outward export process of service firms. Inward exports of consumer 
services, such as education and tourism, have been less researched from an international 
marketing point of view. Through interviews with Australian educational institutions, this 
research attempted to understand the export of services that attract foreign consumers to the 
domestic market. Data show that domestic cultural differences and government restrictions 
are relevant barriers for these firms. Furthermore, the role of government support in 
promoting the home country as a viable destination is key for international success.    
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Inward Internationalisation of Consumer Services: Lessons form Australian 
Educational Firms 
 
1. Introduction 
The globalisation of markets has created many opportunities for service firms to 
expand internationally. According to the WTA, global exports of services in 2005 
constituted around 20% of total world exports.  
A critical issue facing services firms is how to succeed internationally. The 
intangible, perishable, inseparable, and heterogeneous characteristics that distinguish 
services from goods (Shostack, 1977) can impact on service performance in an 
international environment in several ways. For example, services are closely associated 
with employees who are embedded in their own cultural contexts, thus it is difficult to 
standardise and produce them in the same way abroad as in the home market.  
Most research has focused mainly on the export process of professional and 
technological firms that expand abroad. These studies have addressed the drivers and 
barriers of service exports (e.g., Winstead and Patterson, 1998; Smith et. al., 2006; Samiee, 
1999; Styles et. al., 2005), internationalisation strategies for services (e.g., Gronroos, 
1999), and modes of entry (e.g., Erramili and Rao, 1993; Ekeledo and Sivakumar, 1998).  
Despite the rise in the importance of service exports, there has been limited research 
of the export activities of companies that provide the service in their own domestic market 
to foreign consumers (Knight, 1999). Inward exports of consumer services, such as 
education, tourism, entertainment, and transport, have been less researched from an 
international marketing point of view. The objective of this research is to better understand 
the export process of service firms that attract consumers form different countries and 
provide the service domestically. The research methodology for this study consisted of 
interviews with international marketing managers of Australian educational institutions.  
 
2.- Literature Review  
The literature classifies international services based on the degree of intangibility of 
the service provided, and the level of personal contact required between customers and 
service providers (e.g., Erramilli, 1990; Patterson and Cicic, 1995; Clark and Rajaratnam, 
1999). However, previous studies have not classified services in terms of their degree of 
outward or inward internationalisation. Differences in these service classifications can 
affect several elements of the export process such as the main barriers confronted, and the 
international marketing mix.  
2.1 Barriers 
Barriers for international service firms can derive from the home or host market, 
such as government restrictions, host infrastructure, cultural differences, service quality 
issues, host staffing and personnel, management and logistics, firm commitment, and lack 
of international expertise (Dahringer, 1991; Fugate and Zimmerman, 1996; Reardon et. al., 
1996; Samiee, 1999; Patterson, 2004; Smith et. al., 2006). Culture has been found an 
important barrier in the marketing of services across countries (Reardon et. al., 1996; Clark 
et. al., 1996). Cultural differences have also been found to limit the ability of service firms 
to expand their activities internationally (Li and Guisinger, 1992), and to impact service 
quality evaluations (Matilla, 1999; Stauss and Mang, 1999; Furrer et. al., 2000; Winsted, 
1997; Mahlorta et. al, 1994, 2005; Ching Liu et. al., 2001), service quality expectations 
(Donthu & Yoo, 1998), service encounter satisfaction (Winstead, 1997; Ellis, Williams and 
Zuo, 2003), and recovery process (Mattila and Patterson, 2004; Wong, 2004).  
2.2 Decision to internationalise and entry mode. 
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Research has shown that the mode of entry for service firms can differ from that of 
goods (Erramilli, 1990; Erramilli and Rao, 1993). The literature suggests that the export 
process is generated from networks contacts, relationships and client follower rather than 
being a company strategic decision (Coviello and Martin, 1999; Roberts, 1999; Welck 
(2005). Initially, internationalisation takes the form of exports, which can occur by 
servicing foreign customers in the domestic market or by people travelling abroad. Personal 
contacts with clients are of particular significance for services, and a source of competitive 
advantage (Bouquet, et. al, 2004; Lindsay et. al., 2003).  
Overall, these studies show that for intangible services that need close customer 
contact with the service provider, entry modes such as direct service provision of services, 
or the establishment of branch offices (wholly owned or joint-venture) are the main options 
chosen by these firms (Erramilli and Rao, 1993; Winstead and Patterson, 1998; Coviello 
and Martin, 1999; Blomstermo et. al., 2006; Sanchez Peinado and Pla Barber, 2007).  
2.3 Success and International Performance 
Studies looking at services international performance have focused mainly on the 
outward internationalisation of business to business and professional services (Spar, 1997; 
White et. al., 1998; Cicic, Patterson, and Shoham, 2002; Javalgi et. al., 2003; Patterson, 
2004; Gourlay, et. al., 2005; Styles et. al., 2005; Smith, 2006; Cort, et. al., 2007). These 
studies suggest that international performance is positively related to firm size, professional 
reputation, cultural similarity between markets, financial assets, positive attitude and 
commitment towards internationalisation, human resource efforts, international experience, 
R&D intensity, relationship and network development, entrepreneurial spirit, and high 
levels of technical and relational skills among staff. 
 
3. Inward Internationalization 
Bjorkman and Kock (1997) define inward internationalisation, as activities related 
to consumers coming to the firm’s premises in the home market. The service is both 
produced and consumed in the home market which addresses the mobility of customers 
rather than firms crossing borders (e.g., tourism, education, entertainment, transport, 
health).  
Bjorkman and Kock (1997) examine tourist destination services consumed in the 
domestic country. The authors find that the activities held by these firms to export their 
services differs form outward export firms, and are focused mainly on attracting foreign 
consumers through agents, word of mouth, direct mailing, and the internet. There was some 
work done with tourism associations in their region and social network is seen as a major 
resource in the marketing of these services. 
Following Knight (1999), Clark and Rajaratnam (1999), and Pauwels and de 
Ruyter’s (2005), call for more research on services internationalisation, the objective of this 
study is to better understand the inward export process of consumer service firms. 
Specifically, the goal is to address the main barriers and the marketing strategies developed 
by firms who attract foreign consumers and provide their service in the domestic market.  
This exploratory study utilizes the resource based view of the firm (Barney, 1991; Fahy, 
1996), as a theoretical perspective to examine the following research questions: 
1. What are the most important barriers faced by inward consumer service 
exporters?  
2. How do consumer service firms attract consumers from different foreign markets? 
 
4. - Theoretical Approach 
The resource-based theory views firms in terms of unique bundles of resources and 
capabilities that provide the basis upon which a competitive advantage can be pursued 
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(Barney, 1991). The implication of this view is that the firm should base their strategy on 
its own resources and capabilities irrespective of the markets or combination of markets 
served, so firms should seek to leverage the resources best suite to those markets.  
The international business and marketing literature have identified that success of a 
multinational firm is likely to be based on some combination of firm specific and country-
specific resources. Country-specific resources derive from the resource endowments of 
countries or its comparative advantage. Firm-specific resources are considered unique to 
the firm and therefore are likely to possess greater barriers to imitation, and will be a more 
important source of competitive advantage for services (Fahy, 1996). 
 
5. Research Methodology 
The fieldwork included twelve interviews with international marketing managers of 
five Australian educational institutions located in Queensland. A semi-structured protocol 
was used to focus the interview and ensure comparability. Interviews were conducted 
during a six month period, and had a duration average of 45 minutes. Informants were 
recruited by the main researcher as a convenience sample based on their representativeness. 
Real names were changed for purposes of confidentiality. All interviews were tape 
recorded and transcribed. Inferences resulted from the process of analysis and 
interpretation (Spiggle, 1994).   
 
6.- Research Findings 
The export of services summed AU$43.9 billion in 2006, and represented 21% of 
Australia’s total exports of that year (Department of foreign Affairs & trade, Australian 
Government). The increase in export of services was led by strong export growth in travel 
services (21%), and educational services (17%).  
6.1 Market choice 
The main export markets of Australian educational services are China, India, 
Malaysia, Taiwan, Hong Kong, Middle East, and other Asian markets. These markets are 
geographically close to Australia, and have been sending students abroad for over 10 years.  
Australian education is positioned as good value education compared to US and UK 
alternatives. Australian universities have hardly no offshore programs so all students must 
come to Australia. 
According to the interviewees, Australian educational institutions do not focus on 
American markets because they don’t have a competitive advantage and the cost of 
recruitment in terms of money and time.  
“We don’t teach Spanish, we don’t teach Portuguese, we don’t have Latin 
American studies in our program. So we are always sort of being behind because this is not 
one of our strengths”. 
6.2 Marketing Strategies  
All institutions analysed in this research have the same marketing approach. 
Approximately 60% of students find information through an agent and 40% is through 
word-of mouth or internet. These institutions have a global network of agents who promote 
Australian education in the many countries, but more strongly in the Asian and Middle East 
markets. These agents are not exclusive to one institution, but promote Australia as an 
educational destination. 
The firms also send their own people to visit potential customers of their services, 
and establish strong relationships with relevant social actors, such as government, schools 
and universities, agencies, and academics.  
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“We go out and see where we can establish demand for our service. We are looking 
for new programs to offer to specific markets. When we find a program that is successful in 
one country we look to other similar markets and we do investigation”. 
In addition, some potential students find out directly through word of mouth from 
friends, relatives, and teachers. They also find much information on the internet and all 
educational institutions have their own website which is well connected through study 
finders. However, it seems that this process occurs after consumers have decided on 
studying in the particular country, and state.  
Other ways in which these firms attract consumers is through funding and sending 
local students abroad to partnering institutions in different countries. These students act as 
ambassadors of the country and institution. Overall, Australian educational institutions use 
everything that is available to promote their institutions and attract foreign consumers. 
Although there is no empirical data, all of the interviewees think that the majority of 
consumers of Australian education choose the country where to study first, and then 
institution. This implies that country branding and promotion is very relevant for these 
firms.  
6.3 Main barriers 
Several barriers in the domestic market for exporting their service were mentioned 
by interviewees, but the most important were Australian immigration rules and policies. 
Some countries have many difficulties sin sending their students to study in Australia, and 
because inward exporting requires the consumer to travel to the domestic market, this was 
considered an immediate barrier that educational firms needed to work through.  
Another barrier mentioned in the interviews had to do with the currency rate of the 
Australian dollar. When the local currency against the Australian dollar weakened, 
consumers didn’t want to commit to the service because of the inability of predicting the 
fixed cost due to the length of some educational programs, and the affordability of the 
place. So exchange currency was a continuous latent problem which was not under their 
control.  
Cultural differences between consumers (students) and their teachers (service 
providers) or other consumer (other students) were frequently mentioned by the 
interviewees, in the form of misunderstandings, unacceptable behaviour, and 
dissatisfaction. Several institutions were addressing this problem through staff and student 
cross-cultural training. 
A final domestic barrier to the export of educational services had to do with the 
strong presence of Asian students which hindered in some cases the expectations of the 
service provision. Foreign consumers expected more students from Australia or other 
countries to embrace diversity in the classroom, so some expectations were not met. 
“The thing that we are most concern about is that we meet their expectations, or 
exceed their expectations. If we have given them a set of expectations of what it is to study 
at our institution, and then they come here and find something different, that is a mayor 
problem for us. We are very concerned about that. If we told them that the cost of $150 
dollars for the rent and then they could expect to budget $150 for rent and it costs them 
$200, then we haven’t delivered well that aspect of the promise on experience”. 
There were less host barriers mentioned, such as difficulties of these institutions in 
obtaining visas to travel to country trade shows and promotion activities. Overall, most of 
the barriers, contrary to the outward internationalisation literature, are related to the 
domestic market where the service is provided, and not in the host market.  
6.4 Role of government  
Interviewees mentioned that there were several layers of government support at the 
state and national level, which was very valuable to the export of educational services. 
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These firms counted on the partnership and networks of Trade offices, Export promotion 
offices, and Australian educational offices (national and regional). Although these firms 
compete against each other nationally, there seemed to be a strong sense of national unity 
when promotion this sector abroad. There were exchange of information intelligence and 
marketing practices among educational institutions and joint promotional efforts abroad. 
In addition, these firms had strong links with tourist entities, such as the city 
council, state and national tourism organisations to promote Australia as a credible 
education destination.  
“We just have been in Latin America with Australia Education Institution, and they 
were there to organize the event offshore and we participated with other Australian 
universities. It provides an image of Australia as a destination. In that way they are very 
supportive. They help in visits to markets and help profile Queensland and coordinate 
among the various sectors. In that respect that is a good support”. 
 
7. - Conclusions and Discussion 
The objective of this research was to explore the inward export process of consumer 
service firms. The data from the interviews supports the resource-based theory (Barney, 
1991), which views firm resources and capabilities as key for developing a sustainable 
competitive advantage. The success of the Australian educational institutions is based on a 
combination of firm specific resources and capabilities such as reputation, quality of 
education, and diversity, as well as country-specific resources, such as the branding and 
image of Australia as a desired educational and tourist destination.  
The interview data and secondary sources also show that the inward export of 
services differs in several ways from the outward export of services. For example, previous 
research suggests that the main barriers for the export of services are located in the host 
markets, such as government and infrastructure restrictions, cultural differences, service 
quality issues (e.g., Reardon et. al., 1996; Samiee, 1999; Patterson, 2004; Smith et. al., 
2006). However, the data from the interviews suggest that for inward exporting, service 
firms confront mostly barriers in the domestic market where the service is provided and 
consumed. Visa and immigration requirements were considered as important barriers for 
exporting educational services in some markets. Cultural differences were also mentioned 
as barriers, but mostly in the domestic market and among service providers and consumers, 
consistent with previous research on the effect of cultural differences on service quality 
expectations and satisfaction (Donthu & Yoo, 1998; Winstead, 1997; Ellis et. al., 2003).  
Regarding mode of entry, for inward exporting firms it occurs by servicing foreign 
customers in the domestic market, consistent with research that suggests that for close 
contact between customers and providers, entry modes such as direct service provision of 
services are the main options chosen by these firms (Winstead and Patterson, 1998). 
International performance for inward export service firms has some differences 
from previous research (e.g., Patterson, 2004; Styles et. al., 2005) in that cultural similarity 
between markets not necessarily leads to better performance, but consumers expect to find 
cultural differences as part of their international experience.  
All the marketing and promotional activities held by the educational institutions 
were relevant for attracting potential consumers, such as agents, trade shows, relationships 
with foreign relevant contacts, sending local students abroad as ambassadors of their 
institutions, internet, and direct marketing.  This study shows that all of these activities are 
necessary for attracting consumers and particularly the role of relationships and social 
networks with host partners were key for successful outcomes. In addition, government 
support was necessary to promote Australia as a high quality educational destination, 
through the joint effort of government agents and other national educational institutions.   
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